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Foreword
F or years, members of both the public and private sectors have

sought ways to bridge the economic gap between wealthy and
low-income persons.  They have hoped to create a mechanism to
allow all Americans an opportunity to achieve self-sufficiency
through participation in traditional capital markets and by means of
acquiring valuable human and social assets.  Individual
Development Accounts (IDAs), a concept developed over the past
several years, can be such a mechanism.  

IDAs, resembling Individual Retirement Accounts, are savings
accounts at financial institutions established by individuals, with a
specific, restricted purpose for the funds, such as purchasing a home,
continuing education or starting a business.  With training and eco-
nomic counseling provided by nonprofit organizations, as well as
matching funds provided by public or private sources, low income
persons can now begin to transition themselves from poverty to
prosperity.

This paper is intended to provide the reader with an introduction to
the many aspects of Individual Development Accounts.  It is
designed for financial institutions and nonprofit organizations that
may be interested in learning more about Individual Development
Accounts, establishing partnerships to support a local Individual
Development Account program, or identifying national and local
resources to seek further information on this important means of
asset development.

The Office of Thrift Supervision gratefully acknowledges the efforts
of Melissa L. Bradley, a Community Affairs Specialist who has
served in the OTS Fellowship Program since August 1997. Among
the many contributions that Ms. Bradley has made to the OTS during
her fellowship is the preparation of this paper, which draws on her
own experiences as a community development practitioner, and on
the knowledge of her extensive network of professional colleagues.
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Background
A new direction in anti-poverty strategy has emerged in the

United States.  This new direction is centered around asset
building and stakeholding.  In contrast to many of the precepts of
welfare programs, which emphasize income and consumption, asset-
based strategies promote savings and investment.

Asset-based strategy is premised on two major principles.  The first
is that barriers to asset building, such as the “asset-limits” that char-
acterize means-tested welfare policy, should be eliminated.  The sec-
ond is that asset accumulation should be promoted.1

Historically, asset-based policy has appeared before in the United
States, dating back to the Homestead Act of 1862.  Signed by
President Lincoln, this Act encouraged the settlement of the Great
Plains region of the United States.  The Act allowed applicants, at
least 21 years of age, to receive 160 acres of land from the govern-
ment contingent upon application and paying a filing fee; title would
be received if improvements were made upon the land.  More recent-
ly, asset accumulation for the non-poor has been promoted through
federal and state tax systems, especially through home mortgage
interest deductions and deferrals for retirement pension accounts.  

Asset-based strategies are thus not new in American society.
Historically, however, such accumulation of assets and wealth has
been limited to the non-poor.  The ability of the wealthy to accumu-
late assets has been due in part to education, ability to save, access to
capital markets, and participation in a variety of banking/financial
products.  

With IDAs, the poor can now also begin to save, receive economic
literacy training and accumulate assets so they can see an increase in
personal wealth.  In addition, IDAs allow the poor to utilize a variety
of banking products otherwise unknown to them, as well as access
capital markets that may provide a continual flow of asset accumula-
tion.  No longer will their participation in the economy be dictated
by minimum balances, since IDAs allow participants to determine
reasonable levels of savings and investment.
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IDAs are truly a "step up" for low-income citizens to begin to partici-
pate in the American economy by encouraging savings and provid-
ing returns and incentives for both the poor and non-poor to partici-
pate.  In addition, they offer a real means by which to begin to eradi-
cate poverty in America.

Strategy for Asset Accumulation

4 Office of Thrift Supervision



IDA
Individual Development

Accounts

Strategy for Asset Accumulation

Community Affairs 5

What are Individual
Development Accounts?
I ndividual Development Accounts (IDAs) are the centerpiece of a

new asset-based strategy that creates hope, jobs, and enterprises;
builds families, communities, and economies; and develops assets for
individuals seeking to escape from poverty.2 They are designed to
increase savings and investment for welfare recipients and the work-
ing poor.  They attempt to provide people with a means to escape
poverty and achieve financial security through asset accumulation,
and not just through income.

Introduced by Professor Michael Sherraden, in his book Assets and
the Poor, IDAs are savings accounts established by individuals, with
a specific, restricted purpose for the funds, such as purchasing a
home, continuing education or starting a business.  In this respect,
they are very much like Individual Retirement Accounts, which are
established for the express purpose of providing retirement funds for
the accountholder.3

IDAs are earnings-bearing accounts in which the deposited funds
and the earnings on the funds are usually state tax-benefited (tax-
exempt or tax-deferred).  Proposals have been introduced in
Congress that could potentially provide a deferral of federal income
taxes for individual contributions to, and interest earnings on, IDAs;
this concept is similar to the treatment of IRAs and 401 (k) plans.

An IDA is a vehicle by which the accountholder can more quickly
accumulate funds to acquire and retain a long-term asset, with the
assistance and involvement of community-based organizations,
financial institutions, state or local governments, and the private sec-
tor.    

IDA programs have evolved at the grass roots level across the coun-
try, and while the specific attributes of each program vary, they all
have certain similarities:

n The purpose of the IDA is identified at the onset of the program.

n Participants make regular deposits to savings accounts over a
specified period of time.



n Participants are required to attend training or counseling tailored
to the purpose of their IDA (such as personal or business budget-
ing, microenterprise, homeownership, or home maintenance).

n The deposit accounts are maintained at a financial institution.

n The participants’ deposits are matched, at varying rates,  by third
parties (such as businesses, philanthropic organizations, state or
local governments, or financial institutions).

n A community-based organization administers the IDA program,
including monitoring the participants’ deposits and their atten-
dance at training.4

IDA programs are a collaborative effort that requires the active par-
ticipation and commitment of many parties to be successful.  But
those that do succeed do so not only because the participants have
been financially supported in their efforts, but also because partici-
pants come out of the program better able to manage their personal
or business finances, to understand how to plan and acquire assets,
and to have a lasting sense of self-worth.
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The Benefits of IDAs
I DAs produce a wide variety of benefits to individuals, families,

communities and community institutions.  Professor Sherraden, in
Assets and the Poor, highlights nine positive effects of asset building:

1. Improves household stability;
2. Psychologically connects people with a viable, hopeful future;
3. Stimulates development of other assets, including human capital;
4. Enables people to focus and specialize;
5. Provides a foundation for risk-taking;
6. Increases personal efficacy;
7. Increases social influence;
8. Increases political participation; and
9. Enhances the welfare of children and future generations.5

The distribution of assets in this country is less even than the distri-
bution of income.  While the top 10% of Americans control 40% of
the national income, the top 1% control 99% of the assets.  Fully one-
third of American households have no or negative investable assets.6
This is the situation at a time when the price of entry to the
American economy—measured in terms of the cost of adequate edu-
cation and housing—has increased.

Individual Development Accounts are a step toward rectifying this
situation:

n They seek to create opportunity not by redistributing income, but
by expanding the productive capacity, competitiveness, and
inclusiveness in the economy;

n They seek to invest resources in order to generate more resources
in the future; that is, they are investment strategies;

n They respect individuals seeking their own futures as the driving
force of development; they recognize and build on the capacities,
initiatives, and dreams of poor people themselves; and they place
services in a secondary and supportive role;

n They recognize that human, family, community, and economic
development occur together in an interacting, uneven, and cumu-
lative process; and

n They are not a public strategy, but a single integrated private-
public system focused on outcomes.7
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Who Makes the Rules?
I t is important to recognize that IDAs are not currently mandated

or regulated by federal law.  However, many local governments
have allocated or granted permission for funding and tax adjust-
ments to be used to encourage and facilitate the development of local
IDA programs.

The Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (P.L. 104-193), also known as Welfare Reform, authorizes
states to:

n Create community-based IDA programs with “Temporary
Assistance to Needy Families” (TANF) block grant funds;

n Disregard all money saved by the poor in IDAs, in determining
eligibility for all means-tested government assistance;

n Permit only earned income to be saved in IDAs;

n Designate that only nonprofit community-based organizations
may serve as custodians of IDA accounts; and

n Permit IDAs to be used for education, home ownership, and
business capitalization.8

The National Governors’ Association released an Issue Brief in
January 1997 which points out:

“By including IDAs in their state plans, regardless of whether they
choose to fund them with TANF, states can remove current penal-
ties for savings and investment and create an infrastructure for
future federal investment.  States may also consider broader IDA
initiatives that include the asset-poor majority and encourage sav-
ings through refundable tax credits to savers or contributors to the
accounts.  With the Federal Home Loan Banks, churches, founda-
tions, employers, and the federal government all beginning to fund
IDAs, states that act now to set up frameworks for IDAs will be
first in line to tap into future funding opportunities.”

By including IDAs in their plans, whether they fund them or not,
states can effectively remove barriers to asset building, such as the
“asset limits” that characterize means-tested welfare policy.  The
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welfare reform legislation passed by Congress, and almost all wel-
fare reform proposals at the state level, call for increases in general
asset limits to promote savings among welfare recipients and lower
income households.  At least 40 states have already proposed or
implemented IDA demonstration projects that increase welfare asset
limits in one way or another.9

In Pennsylvania, Governor Tom Ridge announced in 1997 his plans
to create a new state-funded IDA program to give some of the state’s
poorest families an incentive to save, with matching funds provided
by the state.  Pennsylvania’s 1998 budget allocates $1.25 million to a
Family Savings Account (FSA) Initiative to create 2,500 FSAs for low-
income Pennsylvania families in fiscal year 1998.  The Initiative calls
for the state to match $.50 on every dollar saved by each family, up
to $300 in matching funds annually.  The FSAs will be managed by
community organizations and held at financial institutions.10

In Indiana, the legislature passed a bill that allocates money from the
state general fund over the next four years to match participant sav-
ings in IDAs at a 3:1 ratio.  The state will fund 800 IDAs annually,
contributing up to $900 per account.  To be eligible, an individual
must have an income below 150% of the poverty level.  The bill also
provides up to an additional $500,000 in tax credits annually to pri-
vate contributors to IDA programs.  This tax credit component may
fund up to 1,000 additional IDAs.11

For more information on state plans and local IDA activity, consult
the Corporation for Enterprise Development (CFED) or the Center on
Law and Social Policy (CLASP).  See Resource Directory for contact
information.

Strategy for Asset Accumulation
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Design Issues Related to
Creating IDA Programs
Importance of Clearly Defined Goals
and Objectives
In creating an IDA program, it is important to clearly define the pro-
gram’s goals and objectives in order to:

1. Help focus and maximize resources, make difficult choices, set
targets during the design phase, and determine program out-
comes;

2. Help potential participants, partners and providers of matching
funds to clearly understand their roles in the program;

3. Provide a sense of the time frame necessary to achieve the
desired results; and

4. Provide a basis upon which to evaluate the effectiveness of the
IDA program.12

For example, the following objectives were established by the Center
for Community Self-Help IDA program:

n To demonstrate the strength and power of asset accumulation,
even at relatively small amounts;

n To foster asset-based financial planning strategies among popula-
tions that encounter constant savings disincentives;

n To provide a means of increasing owner equity, in both housing
stock and business holdings; and

n To test the ability of institutions like Self-Help to offer innovative
financial products to under-served populations.13

Selecting IDA Program Participants
Participants for IDA programs are usually recruited by the nonprofit
intermediary administering the program.  This is often the best
approach, since the intermediary typically has an established rela-
tionship with eligible participants.  More importantly, the nonprofit
intermediaries often possess the internal infrastructure and capacity
to work with the participants and adequately address their personal
and financial issues.
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While there is no ideal number of participants per program, it is
important that the intermediary select a manageable number of
accountholders.  Since success of the program is contingent on both
education and matching dollars, it is important that the intermediary
have the ability both to train participants and to raise money to
ensure the matching funds are available to participants at the conclu-
sion of their training.

Uses, Thresholds & Ceilings,
Accumulation Periods, Match Rates, and
Sources of Matching Funds
Specification of uses, thresholds and ceilings, accumulation periods,
and match rates and sources is the structural core of all IDA pro-
grams.  Decisions on these issues affect virtually all aspects of an
IDA program, including how many clients can participate; how
much is available in matching funds; how much the participants will
save and for how long; how successful clients will be in building
assets; and how the results of the program will be evaluated.  It is
essential that practitioners tailor IDA programs to meet the specific
needs of the target populations and the expectations of funders,
while at the same time keeping in mind their own internal capacity
and expertise.  

Strategy for Asset Accumulation
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Approaches to Selecting Participants

Advantages Disadvantages

Universality u The economic and social u It is more difficult to evaluate
appeal of assets to all the impact of IDAs if IDA
Americans provides a participants are a diverse
broader political backing. group.

Targeting u Allows practitioner to u Limits the number of
allocate its scarce resources participants in an IDA
to a population that would program.14

most benefit from IDAs.
u Allows practitioners to select

a population whose needs and
capacities they know best.

u Makes impact of IDAs
easier to determine.



Identifying IDA Uses
In keeping with the premise that IDAs are created as an asset-build-
ing strategy, and are designed to achieve high-return investments,
the primary uses of IDAs have been to fund the direct costs of educa-
tion and training, self-employment, and homeownership.

Education and training: Enhances career opportunities by increas-
ing capacities and credentials.  Local community colleges, adult edu-
cation centers and vocational education facilities are possible sources
for this training.

Self-employment (start-up): Provides seed capital for entrepreneurs
to start their own businesses.  Business training, often through a
microenterprise program, is an essential component.

Homeownership:  Provides the downpayment on a first home.  As
the value of the home increases, so do the individual’s assets.
Homeownership counseling, to ensure individuals are prepared to
meet monthly mortgage payments, and basic home repair training,
may also be included to maintain or increase the value of the home.

Some IDA programs will allow participants to withdraw their own
funds in case of an emergency.  While "emergencies" are not part of
an asset-building strategy, low-income individuals often need access
to their savings, which may be their only source of protection in
cases of emergency.15

Thresholds & Ceilings
IDA programs should establish account parameters that will ensure
the availability of the funds required to undertake the identified use.
It is important that, at the completion of the program, participants
are able to achieve the expected outcome.  For example, if a partici-
pant needs $1,500 for the downpayment on a first home, the account
(savings + matching funds) should be structured to provide that
amount.  Alternatively, for those participants who identify a specific
business asset they wish to purchase, the amount of savings + match-
ing funds should equal the price of the asset.

In addition to determining funding needs, practitioners must also
consider parameters for the minimum and maximum number of par-
ticipants in a program.  This determination should balance the need
for a viable number of participants to justify the overhead involved
with the internal capacity of the practitioner to manage the program.
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Accumulation Periods
The accumulation period is the period of time from when an IDA account is opened by the participant
until the participant has accumulated sufficient funds to invest in the identified asset.  The accumulation
period is affected by the cost of the asset, the participant’s savings rate,  and the rate at which savings are
matched.  

For example, an account that is established for a higher cost asset, in which the participant is able to save
relatively less each month, and which has a lower match rate, will have a longer accumulation period
than an account for a lower cost asset, where, in addition, both the savings and match rates are higher.

A shorter accumulation period is not necessarily more or less desirable than a longer accumulation peri-
od; each approach has its advantages and disadvantages:

Strategy for Asset Accumulation
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Accumulation Periods

Advantages Disadvantages

Shorter Accumulation u Participants have the u Participants do not receive
Period opportunity to achieve full benefit of consistently

outcomes sooner. depositing money and seeing
u Low income status of many savings accumulate.

IDA participants may signal u Participants may not view
their urgent need for assets. contributions as matches, but

u Limits oversight costs for rather as grants because they
programs – no need to do not see their money
monitor savings deposits and accumulate slowly and
withdrawals over a period of receive little or no earnings
years. on the funds.

u Shorter period to determine u There may be too little time
impact of IDA program. to ensure that participants are

properly trained in financial
management to achieve
desired results.

u Less time for use-specific
skills training (such as
microenterprise).

Longer Accumulation u Participants slowly build up u Requires increased oversight
Period savings, matches and over a number of years.

earnings and learn the value u Participants must wait to
of savings. achieve desired outcomes

u Longer period lends itself to despite the pressing need to
more thorough evaluation. increase income.

u Provides time to properly u May increase the
plan the use of savings and participation dropout rate.16

matches to learn crucial
financial management skills.



Match Rates
A necessary component of any IDA program is the provision of matching funds.  This is the vehicle by
which participants are tangibly supported in their efforts to build assets.  As is the case with accumulation
periods, there is no one preferable match rate.  In practice, match rates have ranged from as low as a $ .50
for each dollar saved (.5:1 ratio), to as high as a $9 match for each dollar saved (9:1 ratio).

Obviously, the higher the match rate, the fewer IDA accounts that can be supported by a given amount of
matching funds.  Other considerations in establishing match rates include:
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Considerations in Establishing Match Rates

Advantages Disadvantages

Lower Match Rates u Participants feel a greater u It takes much longer to
sense of accomplishment. accumulate funds.

u Lower match rates ensure u Participants may never reach
stronger commitment to their savings goal.
savings.

Higher Match Rates u Participants are able to u Higher match rates may
acquire assets sooner. encourage participants to

u Participants have a better borrow money from friends
chance of meeting savings and family.
goals. u Higher match rates require a

larger annual IDA program
budget.

Sliding Match Rates u Links matches with the u Makes managing accounts
Program offers different rates to ability to save. more difficult.
participants based on the income u Provides greater matching
of the participant. funds for groups that have

greater needs.

Differing Match Rates u Links matches more closely u Makes managing  accounts
Program provides differing rates to to the needs of participants more difficult.17

participants as an incentive to and intentions of the IDA
encourage one use over another program.
and to account for varied costs
of assets.



Sources of Matching Funds
Traditionally, matching funds have been provided by foundations, state governments, corporations and
individuals.  Some existing IDA programs secure matching funds from interest income from the non-poor
or from charitable contributions from financial institutions.  Generally, these matching funds are tax-
exempt for the contributor if the funds are given to a nonprofit intermediary.  

The following table illustrates some of the approaches proposed or utilized by various states to encourage
IDAs:

Strategy for Asset Accumulation
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Approaches for Encouraging IDAs

Approach Description Example

Refundable individual tax credit Individuals receive tax credit, Iowa provides a refundable tax
which may be refunded if it credit of 20 percent for deposits
exceeds tax liability, for savings by people with income below 150
deposited in an IDA. percent of poverty; the percentage

slides to 10 percent for those with
incomes between 150 and 200
percent of poverty.

Tax exemption of deposits in IDA Deposits to IDAs do not count as Virginia has proposed such an
income for state tax purposes. exemption.

Tax exemption for withdrawals IDA amounts withdrawn, Virginia has proposed such an
from IDA including capital appreciation, exemption.

interest and dividends, are not
taxed upon withdrawal for
approved purposes.

Tax credit to contributors to the Individuals and corporations Colorado and Virginia have
IDA of a low income person contributing to IDAs of low proposed and Pennsylvania will

income people receive a tax soon implement a pilot IDA
credit, generally 50 percent, for program as an extension of the
contributions. existing Neighborhood Assistance

Program, which already provides
such credit for contributions to
neighborhood development
efforts.

Required employer matches Employer who receives wage Arizona, Delaware,
subsidies for employing welfare Massachusetts, Maryland,
recipient is required to contribute Mississippi, Oregon and Virginia
$1.00 per hour worked after 30 are using versions of full
days of employment to an account employment (wage subsidy) plan.
dedicated to education or training.

Child support pass through Portion of child support collected Missouri has enacted such a
from absent parent is passed program.18

through if placed in savings
account for children.



Orientation, Economic Literacy, Training
and Counseling
Successful IDA programs have as a mandatory and key component
the provision of education to the participants.  IDA participants often
lack the economic literacy required to be successful beyond the pro-
gram.  Most IDA programs include an orientation for potential
clients even before they begin saving.  The purpose of the orientation
is to introduce participants to the IDA program and how it works;
discuss personal goals; begin developing individualized savings
plans and training requirements; and review responsibilities and
expectations of all parties.

Throughout the accumulation period, most IDA programs require
that participants remain involved in an economic literacy program
that provides the foundation for strong, positive money manage-
ment.  In addition to receiving economic literacy training, IDA par-
ticipants are often required to take part in specific training and skills
development related to their individual asset acquisition (e.g., home-
ownership counseling, business planning).  Much like other econom-
ic development programs for the poor, it is expected that IDA pro-
grams will prove more successful when participants are required to
consider asset-building options while accumulating funds and to
complete the relevant training before receiving access to the funds.  

The Women’s Self-Employment Project (WSEP) has developed one of
the most comprehensive curricula, Money and Assets.  This training
is conducted with participants in 12 bi-monthly seminars over a 2-
year period.  Topics presented include:

n Introduction to Financial Management and Saving

n Asset Building and IDAs

n Education and Asset Building

n Homeownership and Asset Building

n Starting a Business and Asset Building

n Investment Options

n Retirement19
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Partnership
Opportunities for
Financial Institutions
I ndividual Development Account programs offer a natural means

by which financial institutions can partner with local community
groups.  Because IDAs are an extension of a financial  institution’s
normal business activities, and because the majority of an IDA’s pro-
gram administration and implementation is the responsibility of the
community group, banks and thrifts may want to consider partici-
pating by serving as hosts/sponsors for IDA accounts.

To date, there are several examples of financial institution involve-
ment with IDA programs.  Such involvement has ranged from tech-
nical assistance to free account services to higher interest rates on
accounts.  According to the Center for Enterprise Development
(CFED), there are six ways that financial institutions can get
involved:

1. Offer higher interest rates for IDA savings accounts;

2. Contribute matching funds to the community group;

3. Contribute operating funds to the community group;

4. Assist in the delivery of technical assistance to IDA participants
by providing economic literacy training and/or curriculum
development;

5. Serve on an IDA program advisory board;

6. Provide account balance and transaction data to the community
group on a monthly basis, or provide free or reduced fee elec-
tronic funds transfer services to both the community group and
IDA participants; and

7. Provide a loan for asset acquisition to the IDA participant at the
end of the savings period.  
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What to Look for in an IDA Program
Partner
As with any partnership undertaking, in selecting a community
group with which to co-sponsor an IDA program, a financial institu-
tion should be concerned with the long-term viability and stability of
the community group.  There are two key areas that financial institu-
tions should consider:

History:  Financial institutions should examine the group’s track
record and history in terms of the client population, previous train-
ing and lending programs, prior relationships with financial institu-
tions, and composition of its management structure.

Capacity:  Financial institutions should ensure that the groups have
the internal capacity and expertise to administer an IDA program.

It is expected that an IDA Program Partner would:

n direct participants to a selected financial institution;

n send participants monthly account statements of savings, earn-
ings, and matching funds;

n monitor deposits and withdrawals of participants;

n track account activity through a management information sys-
tem;

n develop a withdrawal process;

n allocate matching funds based on participant savings; and

n provide counseling and training to participants.20

Management Information Systems
A management information system (MIS) tailored to track partici-
pant characteristics, account information, and outcomes is critical for
managing and evaluating an IDA program.  Financial institutions
can contribute to creating the needed systems by providing account
balances and transaction information to both the community organi-
zation and the IDA participant on a monthly basis.  Financial institu-
tions can also help to develop electronic transfer systems for match-
ing funds and for transfer of funds to asset vendors upon completion
of the program.
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CRA Considerations
Individual Development Accounts, for the educational, housing or
business development benefit of low- or moderate-income individu-
als, serve community development purposes under the Community
Reinvestment Act (CRA).  Thus, partnerships with local IDA pro-
gram providers may assist depository institutions in receiving favor-
able consideration under the CRA.  

Examples of how depository institutions can receive favorable CRA
consideration by participating with local IDA programs include:

n Providing retail banking services, such as free checking and ATM
services, to low- or moderate-income IDA account holders will
receive favorable consideration under the retail services part of
the services test.

n If a depository institution provides deposit subsidies or matching
dollars to an IDA program, this activity will be treated as a chari-
table contribution for the provision of affordable housing, com-
munity services or small business development.  Therefore, the
matching funds, as well as the provision of operating funds to an
intermediary group, would be counted as a qualified investment.

n If a depository institution makes a loan to an IDA account holder
for housing or employment in a new small business, the loan
would be reported as a home mortgage or small business loan.
These loans would receive positive consideration under the lend-
ing test as such loans.

n If depository institution management or staff participate in the
development or implementation of economic literacy training for
low- to moderate-income IDA account holders, work on the cur-
riculum or as instructors would be includable as a community
development service under the service test.  Such consideration
would also be given if management or staff served on an adviso-
ry board.
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National Initiatives
W hile many existing IDA programs are locally based and man-

aged, there are at least three national initiatives designed to
provide support, resources and technical assistance to local pro-
grams.  Such national campaigns are designed to evaluate the impact
of localized IDA programs as well as to further advance the concept
of IDAs throughout the United States.  

Federal Home Loan Bank System
Securing affordable financing for lower income home purchasers is
an ongoing challenge.  To assist banks and thrifts in their efforts to
develop affordable housing, the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 (FIRREA) established the
Affordable Housing Program (AHP) in August 1989 at the Federal
Housing Finance Board (FHFB).  

The purpose of the AHP is to subsidize the interest rates for
advances (loans) and to provide direct subsidies to Federal Home
Loan Bank System member institutions engaged in lending for long-
term, very low-, and low- and moderate-income, owner-occupied
and affordable rental housing.

The AHP is administered by the 12 Federal Home Loan Banks
(FHLBs) and is designed to assist member institutions in financing
affordable housing development.  Each FHLB contributes 10 percent
of the previous year’s earnings to the program.  Since inception,
AHP has allocated over $783 million for rental and home ownership
projects, including $120 million in 1997 and an estimated $130 mil-
lion in 1998.  

On January 1, 1998, the Federal Housing Finance Board (FHFB)
amended the Affordable Housing Program (AHP) regulations.

The new regulations:

n authorize the Federal Home Loan Banks (FHLB) to approve their
own projects;

n clarify important definitions; and
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n improve and clarify monitoring and other responsibilities of the
banks, member institutions, and sponsors involved in the
Affordable Housing Program.

These changes in the regulation allow greater flexibility to the FHLBs
to determine and meet the needs of their local communities.  Each
FHLB may set aside annually up to the greater of $1.5 million or 15
percent of its required AHP contribution to assist low- and moder-
ate-income households to become homebuyers.  Under the set-aside
program, each FHLB establishes its own allocation criteria for the
AHP funds.  The member must provide the AHP set-aside funds as a
grant, in an amount up to a maximum of $10,000 per household, as
established by the FHLB.21

While many FHLBs have decided to use set-aside funds to support
affordable housing efforts, the New York and Seattle FHLBs have
established set-aside programs that incorporate dedicated savings
accounts, such as IDAs.  

In New York, the First Home Club provides a 3:1 match to first time
homebuyers who demonstrate 10 months of savings in a dedicated
savings account.  The maximum subsidy per household is $5,000 and
funds can be used for downpayment and closing costs.  

In Seattle, the Home$tart Savings Program provides a 3:1 match of
the amount in a dedicated savings or escrow account, up to a maxi-
mum of $5,000.  Such an account, savings or escrow, must have accu-
mulated at least six months of savings.

Member banks and thrifts may consider accessing the AHP to sup-
port IDA programs as part of their first-time homebuyer campaigns.
For more information, contact the FHFB in Washington, D.C.  or the
local Community Investment Officer at a regional FHLB.  See
Resource Directory for contact information.

Corporation for Enterprise Development 
The Corporation for Enterprise Development (CFED) has been a
leader in the implementation and evaluation of Individual
Development Accounts.  

Founded in 1979, the Corporation for Enterprise Development is a
private, non-profit 501(c)(3) economic development organization
with offices in Washington, DC, Chapel Hill, NC, and San Francisco,
CA.  CFED provides a range of services including policy design,
analysis, advocacy, demonstration and project management, consult-
ing, technical assistance, training, research, information, and publica-
tion services -- to public, private, nonprofit, and community organi-
zations throughout the United States and internationally.
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Since 1995, CFED has been involved in studying and evaluating the
potential impact of IDAs on low income persons in the United States.
To this end, CFED conducted a return on investment study of the
probable benefits and costs of a proposed national IDA demonstra-
tion.  According to this analysis, a national investment of $291 mil-
lion in public and private funds into IDAs is estimated to produce
net returns of $1.6 billion within a decade.  

According to the study, every 100,000 IDAs are estimated to pro-
duce:

n 7,050 businesses;

n 68,800 job-years of employment;

n $730 million in additional earnings;

n 6,000 new and 6,000 rehabilitated homes;

n $287 million in savings in community financial institutions;

n $188 million in increased assets of low-income families;

n 11,667 families off welfare; and

n 32,000 additional high school and college degrees.22

In an effort to test the results of this study, CFED has launched a
new, privately funded, $11 million national IDA demonstration enti-
tled The Downpayments on the American Dream Policy
Demonstration.  This demonstration will closely track the perform-
ance (and the effects of IDAs on participating individuals and fami-
lies) of thirteen IDA programs nationwide over the next six years.

Many of the financial institutions currently involved in IDA pro-
grams are partnering with the CFED pilot sites.  For more informa-
tion on CFED and selected IDA sites throughout the United States,
consult the Internet and go to www.idanetwork.org.
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Neighborhood Reinvestment
Corporation
A congressionally chartered, public nonprofit corporation,
Neighborhood Reinvestment Corporation (NRC) was established in
1978 to revitalize declining lower-income communities and provide
affordable housing for current residents.  The Corporation achieves
these goals primarily through the development and support of local
resident-led partnerships that include business leaders and local gov-
ernment officials.  These organizations form the NeighborWorks®
network.23

While the asset-building activities of local NeighborWorks® organi-
zations are seldom referred to as IDAs, NeighborWorks® organiza-
tions have routinely been involved in a range of IDA-type activities,
including: pre- and post-purchase housing and credit counseling;
savings plans; and counseling related to budgeting and family
finances.

NRC and ten affiliated NeighborWorks® organizations have
launched the NeighborWorks® IDA Project in ten diverse communi-
ties across the country.

The ten sites are:

1. Inglewood NHS
Inglewood, California

2. Sacramento MHA
Sacramento, California

3. NHS of New York City
New York, New York

4. Salisbury NHS
Salisbury, Maryland

5. NHS of New Haven
New Haven, Connecticut

6. NHS of New Orleans
New Orleans, Louisiana

7. Kankakee NHS
Kankakee, Illinois

8. Community Service Programs of West Alabama
Tuscaloosa, Alabama

9. NHS of Albuquerque
Albuquerque, New Mexico

10. NHS of Cincinnati
Cincinnati, Ohio
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Some of the expected program parameters for the NRC IDA program
are:

n Each account holder must save a minimum of $20 per month,
$240 per year.

n The maximum level of savings eligible for a match will be $500
per year.

n The initial match rate will be 2:1 for each accountholder with
NRC providing 50% of the match, up to $7,500, and the local
NeighborWorks® organization required to obtain the additional
50%.  In addition, NRC will provide $10,000 for program opera-
tions per site.

n Each site will assist at least 15 families; participants in the IDA
program may be at 80 percent of area median income or 200 per-
cent of the poverty level (both limits as adjusted for family size).

The NeighborWorks® IDA Project is a relatively new one and many
of the program specifics are still being negotiated within each com-
munity.  For example, the Inglewood NHS, located in southern
California, has agreed to open 20 IDA accounts.  Fifteen of the
accounts will be matched 2:1 with matching funds being received
from Hawthorne Savings, FSB in El Segundo, CA.  Five accounts will
be matched 1:1 with matching funds from Broadway Federal Bank,
FSB, in Los Angeles, CA.  The maximum match amount for each
account will be $500.  Program participants will be required to par-
ticipate in economic literacy training as well as monthly meetings.
Participants will be authorized to use their funds to buy a home,
start a business or pursue higher education or training.

Due to the historical partnership between banks and thrifts and the
NeighborWorks®  network, it is only natural that financial institu-
tions may find local NeighborWorks® organizations appropriate
partners in supporting IDA programs throughout the United States.
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Conclusion
I DAs are a good strategy to begin to bridge the gap between the

haves and have nots.  Through the promotion of asset accumula-
tion, coupled with education and incentives for participation from
the non-poor, IDAs provide leverage for low income people to
become engaged in the economic mainstream of America.  The suc-
cess of this strategy requires education, financial support and collab-
oration.  Thus, there are numerous ways for financial institutions to
become engaged in the implementation and management of IDA
programs to help low income people increase personal assets and
self-worth.

Financial institutions can provide operating or matching funds, as is
the case with Bay View Bank and California Federal Bank in partner-
ship with the East Bay Local Asian Development Corporation in the
San Francisco Bay area of California.  Banks and thrifts can also pro-
vide higher interest savings accounts and/or reduced fees as is the
case with Washington Mutual Bank in partnership with Human
Solutions, a nonprofit intermediary in Portland, Oregon.  

These partnerships not only assist the nonprofit intermediaries in
providing training and matching funds to the clients; such collabora-
tive efforts also assist financial institutions as well.  Institutions may
receive positive CRA consideration for their participation, as well as
gain access to a new customer base enabling cross-marketing of
accounts and loan products to the accountholders.  

IDAs are a logical community development activity for banks and
thrifts to consider as they seek to not only provide increased finan-
cial wealth to individuals, but also offer a sense of stability to the
communities they serve through home ownership and business
development.
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National Resources
Bob Friedman, President
Corporation For Enterprise Development
353 Folsom Street
San Francisco, CA 94105
(415)  495-2333

Mark Greenberg
Center for Law and Social Policy
1616 P Street, NW
Washington, DC  20036
(202) 328-5140

Brian Grossman, Program Manager
Corporation for Enterprise Development
777 North Capital Street, NE
Washington, DC 20002
(202) 408-9788

Jack Litzenberg, Program Officer
Charles Stewart Mott Foundation
1200 Mott Foundation Building
Flint, MI 48502
(810)  238-5651

Steve Puterbaugh
Job Corps
US Department of Labor
200 Constitution Avenue, NW
Washington, DC 20210
(202) 219-6568

Dr.  Michael Sherraden, Director
Center for Social Development
Washington University
Campus Box 1196
One Brookings Drive
St.  Louis, MO 63130
(314)  935-7433

Ralph Smith, Director of Planning and
Development
Annie E.  Casey Foundation
701 St.  Paul Street
Baltimore, MD 21202
(410) 547-6600

Unmi Song, Program Officer
The Joyce Foundation
First National Plaza
70 West Madison, Suite 2750
Chicago, IL  60602
(312) 782-2464

Industry Resources
Francis Baffour
Community Affairs Liaison
Office of Thrift Supervision
10 Exchange Place, 18th Floor
Jersey City, NJ  07302
(201) 413-7343

Lynn Bedard
Community Affairs Liaison
Office of Thrift Supervision
1475 Peachtree Street, NE
Atlanta, GA  30309
(404) 888-8443

Claude Becker
Community Affairs Liaison
Office of Thrift Supervision
Madison Plaza
200 West Madison Street, Suite 1300
Chicago, IL  60606
(312) 917-5022

Kim Lucas
Community Affairs Specialist
Office of Thrift Supervision
1475 Peachtree Street, NE
Atlanta, GA  30309
(404) 888-8443

Aaron Satterthwaite
Community Affairs Liaison
Office of Thrift Supervision
122 W. John Carpenter Freeway,
Suite 699
Irving, TX  75039
(972) 281-2114

James Woods
Community Affairs Liaison
Office of Thrift Supervision
1 Montgomery Street, Suite 400
San Francisco, CA  94104
(415) 616-1551

Sonja White
National Community Affairs Coordinator
Office of Thrift Supervision
1700 G Street, N.W.
Washington, D.C.  20552
(202)  906-7857

Caryn Stein
National Community Affairs Liaison
Office of Thrift Supervision
1700 G Street, N.W.
Washington, D.C.  20552
(202) 907-7020

Federal Home Loan Bank of Atlanta
1475 Peachtree Street, N.E.
Atlanta, GA 30309
(404) 888-8000

Federal Home Loan Bank of Boston
One Financial Center, 20th Floor
Boston, MA 02111
(617) 542- 0150

Federal Home Loan Bank of Chicago
111 East Wacker Drive, Suite 700
Chicago, IL 60601
(312)  565-5700

Federal Home Loan Bank of Cincinnati
Atrium Two, Suite 1000
221 East Fourth Street
Cincinnati, OH 45202
(513) 852-7500

Federal Home Loan Bank of Dallas
5605 North MacArthur Boulevard,
Suite 900
Irving, TX 75038
(214) 944-8500

Resource Directory
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Federal Home Loan Bank of Des Moines
907 Walnut Street
Des Moines, IA 50309
(515) 243-4211

Federal Home Loan Bank of Indianapolis
8250 Woodfield Crossing Boulevard
Indianapolis, IN 46240
(317) 465-0200

Federal Home Loan Bank of New York
7 World Trade Center, 22nd Floor
New York, NY 10048-1185
(212)  441-6600

Federal Home Loan Bank of Pittsburgh
601 Grant Street
Pittsburgh, PA 15219-4455
(412)  288-3400

Federal Home Loan Bank of San Francisco
600 California Street
San Francisco, CA 94108
(415) 616-1000

Federal Home Loan Bank of Seattle
1501 4th Avenue, Suite 1900
Seattle, WA 98101-1693
(206)  340-2300

Federal Home Loan Bank of Topeka
2 Townsite Plaza
120 East 6th Street
Topeka, KS 66603
(913) 233-0507

Community
Resources
Patricia Barnes
Ohio Community Development Corporation
85 East Gay Street, Suite 403
Columbus, OH 43215
(614) 461-6392

Dennis Boody
Heart of America Family Services
Family Focus Program
1829 Madison
Kansas City, MO 64108 
(816)  871-7106

Lynn Cutler
Women’s Opportunities Resource Center
1930 Chestnut Street, Suite 1600
Philadelphia, PA 19103
(215)  564-5500

Caroline Dugan
Central Texas Mutual Housing Association
2512 South 1H-35, Suite 350
Austin, TX 78704
(512) 447-2026

Ginger Hemmingsen
IOWA IDAs
Four Oaks of FRCDA
5400 Kirkwood Boulevard, SW
Cedar Rapids, IA 52404
(319) 364-0259

Ed Ryan
Alternatives Federal Credit Union
301 West State Street
Ithaca, NY 14850-5431
(607) 273-3582

Art Hollander
Center for Community Self-Help
301 West Main
Durham, NC 27701
(919) 956-4400

Duane Miller
Eastside Community Investments, Inc.
26 North Arsenal Avenue
Indianapolis, IN 46201
(317) 637-7300

Sherri Moses
Women’s Self-Employment Project
20 North Clark Street, Fourth Floor
Chicago, IL 60602
(312)  606-8255

Mary Niebling
Central Vermont Community Action
36 Barre Montpelier Road
Barre, VT 05641
(802) 479-1053

Tina Potter, IDA Coordinator
ADVOCAP, Inc.
19 West First Street
P.O.  Box 1108
Fond du Lac, WI 54936-1108
(920) 922-7760

Jennifer Robey
Community Action Project
2020 S.  Maplewood
Tulsa, OK 74112
(918)  835-2882

Jeanette Rogers
Owsley County Action Team
212 Church Street, P.O.  Box 997
Booneville, KY 41314
(606) 593-7296

Pamela Salsedo
East Bay Asian Local Development
Corporation
310 8th Street, Suite 309
Oakland, CA 94607
(510)  287-5353

Marie Sandy
Wider Opportunities for Women
815 15th Street, NW, Suite 916
Washington, DC 20005
(202) 638-3143

Tracy Strickland
Human Solutions Inc.
2900 E.  122nd Avenue
Portland, OR 97236
(503)  248-5201

Jennifer Tescher
Shorebank Corporation
7054 S.  Jefferey Boulevard
Chicago, IL 60649
(773) 753-5850

Robert Zdenek, Director of Economic
Development
New Community Corporation
233 West Market Street
Newark, NJ 07103
(201) 623-2800



Strategy for Asset Accumulation

32 Office of Thrift Supervision

References
Corporation for Enterprise Development (CFED). Assets, A Quarterly Update for Innovators. Vol.  III, No. 2.

Washington, DC: Spring 1997.

CFED. Assets, A Quarterly Update for Innovators. Vol.  II, No.  2. Washington, DC: August 1996.

CFED.  State Individual Development Accounts Sourcebook. Washington, DC: November 1995.

CFED. Universal Savings Accounts: A Route to National Economic Growth and Family Economic Security.
Washington, DC: 1996.

Center for Social Development. IDA Evaluation Handbook. St. Louis: November 1995.  

Clones, Daphne, Friedman,  Robert E., Grossman,  Brian and Wilson, Cicero.  The Return of the Dream: An
Economic Analysis of the Probable Returns On a National Investment in Individual Development Accounts.
Washington, DC: CFED, 1995.

Federal Housing Finance Board (FHFB). Program Summary. http://www.fhfb.gov/ahp/htm (August 7,
1998)

Fronckowiak, Janet M., Program Analyst, Office of Policy, Housing & Community Development Division,
FHFB. Personal Interview. April 16, 1998.

Greenberg, Mark and Savner, Steve. A Brief Summary of Key Provisions of the Temporary Assistance to Needy
Families Block Grant H.R.  3734. Washington, DC: Center for Law and Social Policy, August 3, 1996.

Grossman, Brian and Sahay, Puchka. Designing Your Own Individual Development Account Demonstration:
An Information and Resource Handbook for Community-Based Organizations.  Washington, DC: CFED,
November 1995.

National Governors’ Association (NGA). “Building Assets and Economic Independence Through
Individual Development Accounts.” NGA Issue Brief. January 31, 1997
http://www.nga.org/Pubs/IssueBriefs/1997/970131IndividAccount.asp (August 7, 1998)

Neighborhood Reinvestment Corporation (NRC). NeighborWorks Quarterly. Washington, DC: June 1997.

Tuminaro, Steven J. A Summary Report on Individual Development Accounts (IDAs). Washington, DC: NRC,
September 5, 1997.



Strategy for Asset Accumulation

Community Affairs 33

Endnotes
1 Sherraden, Michael. “Introduction to IDAs.”  IDA Evaluation Handbook. St. Louis:  Center for Social Development,

November 1995: 1.
2 ibid
3 ibid. 3.
4 Grossman, Brian and Sahay, Puchka.  Designing Your Own Individual  Development Account Demonstration:  An

Information and Resource Handbook for Community-Based Organizations.  Washington, DC:  CFED, November 1995:
5.

5 Sherraden, Michael.  “The Three Main Questions for IDA Evaluation.”  IDA Evaluation Handbook.  St. Louis:
Center for Social Development, November 1995:  5.

6 CFED.  Universal Savings Accounts:  A Route to National Economic Growth and Family Economic Security.
Washington, DC:  1996:  6.

7 ibid.  10.
8 Greenberg, Mark and Savner, Steve. A Brief Summary of Key Provisions of the Temporary Assistance to Needy Families

Block Grant H.R. 3734. Washington, DC:  Center for Law and Social Policy, August 3, 1996:  3.
9 National Governors’ Association (NGA).  “Building Assets and Economic Independence Through Individual

Development Accounts.”  NGA Issue Brief.  January 31, 1997.
http://www.nga.org/Pubs/IssueBriefs/1997/970131IndividAccount.asp (August 7, 1998):  2.

10 CFED. State Individual Development Accounts Sourcebook.  Washington, DC:  November 1995:  21.
11 ibid.  13.
12 Grossman, Brian and Sahay, Puchka.  Designing Your Own Individual  Development Account Demonstration:  An

Information and Resource Handbook for Community-Based Organizations.  Washington, DC:  CFED, November 1995:
8.

13 ibid.  17.
14 ibid.  24.
15 ibid.  15.
16 ibid.  25.
17 ibid.  26.
18 National Governors’ Association (NGA).  “Building Assets and Economic Independence Through Individual

Development Accounts.”  NGA Issue Brief.  January 31, 1997.
http://www.nga.org/Pubs/IssueBriefs/1997/970131IndividAccount.asp (August 7, 1998):  4.

19 Sherraden, Michael.  “The Three Main Questions for IDA Evaluation.”  IDA Evaluation Handbook.  St. Louis:
Center for Social Development, November 1995:  3.

20 ibid.
21 Federal Housing Finance Board (FHFB).  Program Summary.  http://www.fhfb.gov/ahp/htm (August 7, 1998):

3.
22 Clones, Daphne, Friedman,  Robert E., Grossman,  Brian and Wilson, Cicero.  The Return of the Dream: An

Economic Analysis of the Probable Returns On a National Investment in Individual Development Accounts.  Washington,
DC:  CFED, 1995:  9.

23 Neighborhood Reinvestment Corporation (NRC).   NeighborWorks Quarterly.   Washington, DC:   June 1997:  4.


